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Bell Curves

Phone Giants DiscQ\"er
:The Interactive Path
Is Full of Obstacles

Film:s on Demand? For Now.
\Vhat Most \Vill Offer Is
Old·Fashioned Cable TV

, Hea.daches of the Hnrd\vJre
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DOVERTOW~SHIP, N.J.-Wh.:n en:i·
llffN Sotnt Ol tat all over BtU ,\tl:lntic
Corp:s MW~ netWOl'\( IIcre Ol wtIi1ce
b:!a.. the picture ame ttlrou:h br.1uci·
(ull}'. Su diet ttle sound ~

Just ono! tiny problem: TlIcf didn't
arrive at t!le s:rmr time. ,·It lool((l lil;e a
=dlyd~ (amra movie:' n:c:z11J !.:l....
~nct B:1bbio••" Atbntic's vice ch:lir'
nl;ln. ust month. tn:inreN finally (ixed
tht :litch. "I('s :llmost peptct:' ~lr. Bab·
bio S:lys !lopt(ully,' '

The B:1tly Betls' video M{wol'\(s wt:rc
supposed to 1M: Spt'Il'int out inttr:1ctive (arc
to a ((W million homes by no"', but th.:y arc
banel)' 0(( the dr:1win: ~rd. Hamp.!red
by tcchnial snap, soarin: costs and
rttWalO"'llurdfes, the B:1by letls and the
able-television tiants as ~11an: nowhere
ne01r makin: fOOd: on their much·h}l'ced
promises to build inte~ccive netllo'OrJ.:s
ar:ross tllcir n:riom.
Holdin: Hac"

Now. many o( thae telecommunic01'
tions tluns arc In retreat. The marl.:et
tri:1ls onet h:liled as the surt o(a cammer'
ctl! QUftch h:I"" IIftn salcd !lack. and
some Bells say tMy aren't sure they will
build the systems zt all. Two B:1by Bells
have Str.lpped appllations to the Fcder31
CommuniCltions Commission to erett in·
ctr:!ctive Mtworts. derailin: almost two
yeOlrs o( a~cy TtVlew. A third Bell won
approval - then quietly ditcl\cd its pbns.
"llthe BellSa~~ incerested In deli""r·
in: unadorned cable·TV semce (or the
nut (ew )'fOltS. then w:lltin: to see
Whether consumers will demand more.

And so Interactive (zre (rom the Bells
th:I t camllina <ricIeo and C~IccommUftic01'

!,.UlnS s~ ..,_Iy to Tach even one·
.=- quarter ol'l'1;S:'1louscholds until well a(ter

tltt year1l/OO. JUSt aimin: (or the 25'1C mark
in the n~Xt sevcn yens """,uld be very
optimi:Slic:' says Waller Rimrd, chair·
t:'l:ln of ~:me:c Corp, '3 mullilMtlQ :rouP.'

How tould tile Bells have betn so
..-ron:? Tht main ~ason is they vastly
underestimated tile diffiCUlty o( the under'
,taking. In 1i:1It o( that. their ardor to orrer
, interactive services has cooled. So has the
enthusiasm oC their cable rivals.

The Sells hac fear~d (:-la, J cJj:~,inc~s'

tr.· mov~ in,o t...o- .....a" n~(..'or:.s - pro"id'
ini home shoppin:, 'mo\"i-es on c-emand,
:i:OlmeS O1nd e"en phone COllis - t:o'Jld
threaten their monopoly on {ocal t~le;l::one

ser.·ice. Dbl~ companies li\;e..'ise Il;ld
(retted that tlte phone ,;:,i01ntS could \:se
interact{\'e net..'Orl.:s eo o((er bee(ed·tI?
loc:lI cable service,'
'S;,.c" 10 Basics'

But it mav well be a....hile before cithtr'
side mal.:es tOad on those rnnc!iose prom'
ises, multin: in a (adin: senSe o( ur·
:ency. "E:,'erybody's IeuIn: bJc:'; Co ba·
sics:' says Peter Price. presiderl( o( Lib·
erty Czble Television Inc, in ;\e14' ,"ork.

S""Cfpinr derrrulation o( Ihe teltcom·
munications business, which could bt Jp'
proved by Clln:ress Ihis year, mar further
dtlOUr till: much·hyped hirh..-ay. The Bells
u.'OUId ha_'e to Cocus on defendin: their hold
on Ioal pllone service, which still provides
9O':t o( their profits, They also "'Quid :e01r
up 10 enler llIe lone'distance m01r:';et - a
businas they alrezdy know and J much
SOI(er Ilct tban interactive networks.

Tile ~IIs h3-'e IIftn pTOCl:liminr bold,
specific rollout pl3ns (or intcr3cti"'e ser..-·
it:es (or almost t..·o years. Bell .Wanek had
vowed to link up U million homes by Ihe

I end of this ye:lr, So (ar. it doesn't !la"e a
sill1:le commercial customer. U S Wesl
Inc.. Ihe Denver·bued Bell. tI:Id plJns to
..'ire 600.000 homes by rear's end bUI has
only In homes in a triJI. Jnd none rct
interactive (are. Pacific Telais Group is
runnine a )'eOlr or more behind sctltdule in
Cali(ornia. Amerilech Corp, o( Chica:o is
alSt.lIOlll::i:in:. slashin: its onoe·million-tIOme
tOl~et (or 1996 (0 100.000 Jnd aimin: 10

deliver onl)' rqular able ser.;ce at first.
Ambitious Plans
, C:1ble operators ha\'e rene:ed on Iheir

rrand schemes. too. for example. Time
Warner Inc:s much-ilall)'lI00td test or in­
teractive services in Orlando. Fla.. ser..-es
onl\'aboul311homes. Car short of tile ~.OOO it
h:lli planned. Time Warner says i l ",-ill"'ire
all·l.8oo by Christmas.

But the Baby Bells had Ihe most ambi,
tious plans. and tlleir sophistic01led nel·
"'orks p ...e them lhe infraslruclure and
expertise to lead the way to the so-C01Ued
Interaclive Are. All seven Bells sa~' they
....mo((er interacti.-e video ser.-ices in the
future. The question is "'hen, ~

The binesc obstacle is cost. '-Ws like
rain: to the moon:' technically possible
but economicaUy infeasible. says Mary
'\lodahl of Forresler ReseJrch Inc. Sht
S01\'S j[ no'" ....auld cost nearl\' double the
51:000 per home tllat most Bells hope to
spend to "';re up inleract!\'e fare,

One of tile rostliesl, mosllime-consum·
in~ tasks is 1I1so one of the most basic:
installing ne'" phone lines lha t can handle
video. !llore than 90'7. of the Bells" ~,;

million miles o( telept"lOe lines is anti·
quated Cllflfler ..irin: that can't transmit
lar:e \'olumes of "ideo signzls.

Fiber-optic lines can easily do it. but
they are e~nsh-e 10 install and recuire
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co;(ly geu to zap laser bits around at the
s:Jw~ oi IighL Rewiring all orthe U,S, with
s~ch lines would cost well o\-er 5120 bil·
lion -plus the cost o( billing systems. com·
oucers, boxes atop TV sets and the li!-ce,
, The cost crunch and logistical hassles
pla~' out on the manicured suburban
screetS here in Do'·er. ,.-here Bell Atlantic
h;H been stringing fiber lines to neighbor·
hoods. The paccern: "Learn and fix it.
le'Wl and fix it. learn and (i.'( it.·· says John
Seazholtz. chief technology officer.
Slow Going

On a recent day. crews (or Earthworm
Inc .. a local drilling company, were scat·
tered on a side street. working Crom utility
blueprints and marking where water and
gas lines run. They bored narrow tunnels.
aCLachinr fiber-optic cables to special drill
bits to pUll them back through the under­
ground passage.

For all the sweat and effort. a gOOd crew
can l:ty just 500 (fft oC cable a duy. So far.
Bell Atlantic crews have laid or strung
about 900.000 (eet oC cable in Dover. with
more thun a million (eet to go. It took
:Ilmost two years to wire the (irst 8.000
homes here. and it will take another two
years to hook up the remaining 30.000
homes p/unnecl (or the network.

'"/C is labor·intensive." said Tom WOOd­
ley. Bell Allantic's project manager in
Do\'er, surveying the scene before him.
"But there's just no other \Io"aV to-do it."

Bell AClantic plans to turn on service in
Dover later this summer. E,'en then. it will
deliver onI)' garden-,-ariety cable service

"without interactive capabilities. Those (ea·
tures won't come till late next year_

O"erpromisinr by AT&T Corp, and
Generul Instrument Corp. ha~'e contrib­
uted to the delays at Bell Atlantic. AT&T
was to provide a "video manager:' which
controls the look and delivery o( video
services. While Genera/Instrument would
make the digital boxes atop TV seu. But
both companies warned on what they could
deliver and when. forting Bell Atlantic to
keep pushing back its plans_ Backsliding at
Bell Atlantic over equipment designs and
order volumes didn't help.
Rocket Science

. '"None o( us realized the complexity" oC
building interactive networks. says Mr,

" Seazholtz of Bell Atlantic. Both AT&T and
General Instrument admit to the delays in
delivering equipment but say there were
\'alid reasons. "We all wish it was easier to
do, but it is rocket science at this point." a
Genetal Instrur.ntnt spokeswoman says.
. "Bell ~tlantic"IQ!~set aside its applica­

tions to the FCC to build interactive net·
works in six other markets. though it says
it intends to resubmit them later. It also
has im'ested in a "wireless cable" com·

" pany that will help it offer regular TV
ser..ice in some markets next )'ear.

" U S West has run into similar snags.
;'\'0·..... IS months behind schedule. it has
cropped ies ner.'or\( applications at the
FCC to spend another year exploring (inan·
~'~1 :-:~"::i~2.1 ;::.~: ~~;Ularory issues b~fo:~

<jl---------------
cecidin; wheeher ,0 push ahe;rd.

The comoan\"s much·\l.a,ched tes, in
Omaha. ;\eb:, now reaches only l3.) home;.
:ll,hough ehe company has [;lid enough
fiber,ooeic lines co eveneuallv [in" U:J jO.OQiJ
households. But initiall;: USWe;e plans co
offer onlr 0ld·str1e cable service.

Its executh'es say it isn't thC!.t ,her are
technicall;.· incapable of offering interacti·
V\t:: - it just isn't in the business plan yet.
"We didn't want co get there that fast. '"
san Lvnn Streeter, a research director in
the Beirs ad\'anced-technology group.

[n the New York area, 1\mex un.·eiled
plans early last year to sell interactive rare
co two million homes by the end of 1990.
Now. it has scaled back to at most 390.000
homes in two markets and may run late.
For the rest of the region, l'iynex plans Co
deliver only regular TV service. via wire·
less cable. for now.

At Pacific Telesis, Vice President Tim
Harden says' new-technology vendors,
anxious to land a sale. make grand cluims,
only to have their equipment (ail in the lab.
"And these are hand'built prototypes," he
says. "rou begin to wonder if the technol·
ogy works at that point. '"

In late 1993. Pacinc Telesis said it would
oHer multimedia services to more than l.5
million homes by the end oC 1996. It hasn't
mude much progress. In trying co deliver
21st-century technolop·. it must contend
with thousands of low-tech sna:s. The
Baby Bell has a checklist o( 30.000 "mile'
stones" it must pass by late next yeur to
remain on schedule: so far. only about 25~.

of them have been met. '"In a massive
project like this. a fair amount or things
can go wrong." Mr. Harden says.

Pacific Telesis crews have been busy
laying upgraded phone lines for over a
year. But they have yet to install any video
gear because the Bell lacked (eder:tl ap­
proval. The company, which (irst re­
quested FCC approval in December 1993,
got the g,-een light only last week.

But an FCC approval doesn't guarantee
that an interactive system wil! be buill.
Ameritech made plans in early 1994 to
deliver a "virtualty unlimited variety of
programming" to customers across the
Midwest and received blanket approval
Crom the FCC last December.

Customers are still waiting. The Chi·
cago Bell has reversed course and decided
to build plain old cable systems. It is
planning a new 80-channel cable system in
Plymouth, Mich.. among other places. and
broke ground only earlier this month.

Ameritech's executives say the com·
pany isn't making a U-turn on the vaunted
highway, Greg Brown, president of its
new-media group. says the performance of
the systems it is building "wilt be un·
changed Crom what we had planned. '" Yet a
spokesman admits that the systems won',
initially offer instane on-demand pro'
grams. video-based interactive health'
care and '"distance learning'- - the kind of
senices eouted in press re[eases lase
year.

O,~er 3ab)" Sells ha ,'e announced less

!Ti!ndiose plans but are faring no better ut
fUICiJling them. sac CommuniQtions Inc..
the Southwestern Bell based in San Anto·
nio. plans a network in Richardson. Texus.
that it hopes will eventually reach H.OOO
homes. So far. it hasn't broken ground but
plans to wire 1.500 homes by year end.

BellSouth Corp. o( Atlanta. [he most
circumspect on information'high""'ay
hoopla from the start. plans a small trial in
Chamblee. Ga.. and recenl/y started con­
struction. II has usked FCC permission to
build a sma!! cuble system on Daniel
Island, S.C.. serving 7.000 homes.

Despite the setbaclts. says Tom Bystr'
zycki. an executive vice president at U S
West. "We still belie.·e the Cull-service
networks will be built. But what we·.·e
learned is that these builds take time,"


